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CURRENT SITUATION IN ICELAND
I, Two basic factors determineliceland's foreign relations.

A, Iceland’'s jealous concern over its sovereignty.
i. vmim gained final independence only in 1944,
2. The 147,000 lcelanders are fiercely determined to
protect their culture against foreiga influence,
'8, They see the US base as the chief threat to
their national culture.

E { {Bee Appendix 1: Data on Iceland’s Foreign Trade)

1, Iceland has largest per capita foreigh trade of any
Grganization for Furopean Rconomic Cooperation
{CEBC)* country.

Between 90 and 95 percent of Iceland's foreign trade

g B. Mund’s great dependence on foreign trade.

earnings come from fish and fish exports.

i 2 {See Appendix II: Data on Iceland's Fishing Industry)
. Bispute with Britain Upsets Normal ¥ish Exports.
A, Territorial waters dispute causes doycott of leeland's

fish by British interests,

1, %In Narch 1933 Yéeland proclaimed its territorial waters
would henceforth bhe defined by a line four mauntiecal
miles out from the farthest points of the coast,
islands, and rocks. All foreign fishing activity
farbidden inside line drawn from headland to headland.

* The OEEC countries are: Austria, The Belgium-luxembourg Economic
¥aien, Denmark, France, Western Germany, Greece, Iceland, Ireland,
Italy, The Netherlands, my, Portugal, Sweden, Switzeriand,
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&, This ares includes Faxs Bay off the southwest
coast, hitherto an important fishery for British
fishermen, |

2. In November 1952 British fishing interests retaliated
by refusing to sllow Icelandic catches of fresh-
fish-on-ice to be landed in British ports. This ban
is s5till largely in effect.

3. As a result, in 1953 Iceland exported to Britainm only
$100,000 worth of fresh fish, contrasting with
$3,800,000 worth in 1951,

. 1981 ’ﬁm; represented 87 percent of Iceland's
sxports of this product. '

4. In March 1953, British goveroment piaposed referral

 of ¥axa Bay dispute to Internatiomal Court.

a, Zceland agreed, provided Britain recognized
four-mile limit and lefted boycott while Court
considering the dispute.

b. Britain rejected this in May, and there
‘essentially the matter rested.

B. ZEeconomic impact of British boycott mitigated by various
factors:

1. DPuring 1853, Iceland found new markets:

&. In Figeria for salt and stock (dried) fish
proeessed from the fresh fish which were formerly
sold to the United Kingdom,

b. Iceland also expanded its exports to West Germany,
Finland, Portugal, Bpain, and Bweden. (On the

e far0Useo Noubedo States, Italy,
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Greece, and Denmark contracted.)
%. During 1953, the United States pald $4,250,000
iz "special resources” to the European Paynents
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Union to balamce lceland's EPU deficit, Never-
theless, Yceland's EPU deficit increased,

8. Bpending by the US Iceland Defense Force rose
to $13,500,000 during 1953, In 1852 suck
spending totalled $3,700,000. (See Appendix
1II: NS Aid to Iceland)

4, Onl lﬁguat 1953, Iceland signed an agreement
with the USBR, renewing trade relations which

_ had been tarlinatedvin 1948,
gsland's Relstions with the USSR,
&. )hﬂiyﬁattaxn of trade relstions.
i, In 19845, nil
2. In 1947, USSR took almost 20 percent of Iceland's
axports,
8. 1In 1946-32, USSR took no Icelandic exports,
B. The 1953/54 trade agreement provided:
1. WPESR would take about 235 percent of Iceland's
exports, or about $9,800,000 worth, over following
12 months,
&, Exports in last five months of 1953 actually
' amounted to 35,300,000,
2., BESR agreed to take - at prices not specified:
21,000 tons of frozen fish fillets

10,000 tons of salted herring
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3. UBER agraeﬂ to furnishb xealaad'a tﬁtnl unnu;l re~
quirements of 200,000 tons of liqnid fuels (exzeﬁt
for sviation gasoline), cement, a substsatial part
of 1ts grain, and considerable smounts of pipe and
ateel, For these commodities Iceland normally
has to spend dollars and sterling.

€. 1In June 1954, Iceland and the SQan; Union repewed

their trede agreement for the period from 1 Juse 1954

to 31 Decamber 1955,

1. Under this new agreement the USSR is to buy over an
18 months period about 20 percent of lceland's
totsl fish catch, specifically:

35,000 tons of frexgn fish fillets
21,000 tons of salted herring
3,000 tons of fromen berring
2. The USBR is reportedly to increase its shipments
of oil, grain and metal products to Iceland.
a. Iceland has not yet agreed to delivery of oil
by Soviet tankers. |

lucreased Icelandic trade with the rest of the Orbit

is slso in prospect.

1. 4n sgreement with Rumania extending through 1965
‘and invdlving oil, cereals and cement but of no
wpecific quotas, was signed in April,

Mesowhile, the USSR has cultivated cultural relations

with Iceland assiducusly.

3. Troupes of Boviet artists have toured Iceland, - .

o
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3. Cosssmnists bave used their presence to m:p;&:in
thet the Soviet Union makes no military demands
Y. Many Icelanders are coavinced that East-West tensions
bave cased substantially.
1V, Iceland's relatiess with the US.
A. The large US base established under the bilateral defense
sgresssat of 1851 inflamed the antl foreign sentiment of
Iselandic natiomalists,
B. After six soaths of negotistions, the United Btates and
jeeland sgreed in Nay 1854 to revise the details of
the 1931 agreement. Nsjor poiats:’
1. The ceiling on American troops to be allowed on the
tsisnd was riised from 3,900 to 6,300, and the
Snited States is to comstruct - new port facilities
nesded for lmstic support.
2. mmwmmtamwfuumhuth
MM construction activities.
3. The movements of American perscmnel cutside agreed
©. On 7 Jaly Iceland received with great pleasure the news
that President Risenhower had disspproved the US Tariff
jon's recommendations for restricted guotas and
increased duliss on frozen fish fillets,
». On 10 July, Ieeland's foreign minister warned the American
charge of ‘tnforeseen consequences” if the United States

kwk the lsad in the next Wnited Nations GeneraliAssembly
pproved For Release 2002/07/02 DF
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in opposing Iceland's position on the necessity of

protecting fishing rights over its continental shelf,

1. Traditionally the United States has adhered in
principlie to the 3 mile limit of territorial waters
aed opposed the inclusion of large bays within
territorial waters,

&,

b. The General Assembly's International law
fommission issued in 1953, as part of a larger
long-term codification of the law of the high
sess and territorial waters, a draft report on
the eonfingntnl shelf and fisheries.

25X6

4. Yceland then successfully opposed the Assembly's

considering this draft until tha,u#clé report

sbould be completed,

1i. The American position has been that the
Smgeral Assembly should consider the section
of the report already ¢emplateﬁ.

4. The Icelandic foreign minister told the American’
charge that the prime minister was "particnlarly
upset” by the Americen desire to bave the General
Assembly discuss the issue of the continental shelf
.tad fisheries, and that both government parties
{Conservatives and Progressives) saw eye-to-eye on
this issue,

8. Trawler omers act, leading members of
Approved For Release 2002/07, 890A000300040047-9
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the Conservative g ‘r'g, the major element in' the

government coalition and stauchest supporter of
HATO and the Defense Agreement,
A separate matter of detail currently under discussion

. hetween the US and XIceland is the proposed delivery of
©il by Soviet or Soviet-chartered tankers.

1. The Icelandic reserve storage tanks are at Ebalfjgrﬁur,
which is within area agreed on for American gse.

3. The UB has expressed strong opposition to Soviet
oil deliveries at Hvalfjordur, but bas indicated
reluctant acceptance ol Reykjavik,

$. The Icelandic Yoreign minister told the American
charge on 24 July that the Icelandic government had
not yet reached a decision on Hvalfjordur deliveries,
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Appendix I: DATA ON ICELAND'S FORBIGN TRADE*
A. Exports: (f.o.b. values)
1052 1953

Total: $39.3 willion $42.7 million
To US: 9.7 million 8.6 million
To Britain: 5.5 million 4.5 million
To UBSR: nil 5.5 million

B, Imports: (c.i.f. values)
Total: $55.8 million $68.1 million
From US: 11.4 million 18  million
From Britain: 11.6 million 7.8 million
From USSR: $3,888 1.7 million

C. 1954: Bxports and Imports Trends: {Jan~-April compared to same

four months in 19353) ”

Country Exports (1953) Imports {1953)
o8 $3,410,000  $2,150,000 $4,000,000  $4,800,000
USSR $2,870,000 $1,200,000 —
Britain $1,570,000  $2,100,000 $2,650,000  $2,410,000
Yest Germany $ 970,000 §$ 800,000 $1,470,000 $ 970,000
Brazil $1,380,000 $ 590,000 $ 700,000 $ 500,000
Crechoslovakia  $1,170,000 §$ 400,000 $ 540,000 $ 540,000
Italy $ 810,000 §$ 420,000 $ 460,000 $ 140,000
Pritish Africa § 140,000 § 14,0008 5,000 -—
French Africa $ 84,000 $ 6,000 § 3,500 ——
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Appendix II:

DATA ON ICELAND'S FISHING INDUSTRY

A, Fishing the most important industry in Iceland.

1. Fish exports provide 90 to 95 percent of Iceland's earnings

from foreign trade.

a. 1852 exports:

b. 1933 exports:

165,000 metric tons of fish and fish
products. -

163,000 metric tons of fish and fish

products,

2. 286,000 people or almost 20 percent of the total population

in 1850 were employed in fishing and fish processing.

3. In addition, the fishing industry supports numerous groups

indirectly such as

manufacturers, etec.

B, ¥®ish catch:

merchants, vessel and equipment

1950---323,027 metric tons
1951-~~370,655 metric tons
1952~~~336,760 metric tons
1953---361,328 metric toans
1. Rearly all f;sh caught is eventually exportedi of 1852

cateh, less than one percent (2,427 tons) went into

“domestic consumption”.

€. Fish processing:

1. Pish catch and fish exports caonot be correlated an an

apmual basis, since fish caught in one year may be ex-

ported after processing in the next year.
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2. m:a fish fillets, the chief commodity involved in
saports to the US, are produced at a rate /of 30-40,000

tons annually,

B. Iceland has a total of 43 trawlers and 560 motorboats (1654)

E. leading ports: ( gt}uT gmt-i @m 6«&&)
Reykjavik {rake-ya-veek): capital city, leading port,
| ;handled 65 percent of exports
in 1950,
dkureyri {(sh-kyr-a-ri): leading north coast port
hfmﬂgrﬂur {h&bgm-iygr-dyriz wvest coast, 5 miles south
, of Reykjavik
Seydhisfiordur (say-this-fyor-dyr): east coast port.

vam 'ﬂg‘Kaw; (VAL- FyoRr - DyR )1 TANK-FARM NEAR Kg yH JAU I
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Appendix II1I: - U8 AIP TO ICRLAND

A.

B.

c.

s .usiamm to Iceland from 1948 through June 19&3; when
grant aid ended, through ECA and MSA channels has totaled
$38.6 million, highest per capita aid in the European Aid
Program.

Expenditures by the Icelandic Defense Yorce (US) for labor,
il building materials totaled $3.7 million in 1952 and
$13.5 million (net) in 1953,

¥Yoreign aid amounted to $5.6 million in 1952 and $6.3 in
1953, Latter figure includes $4;.25 million "special re-
sourced' sid (EPU), and ¥.0.A, shipments $2.1 for hydro-
electric plants and fertilizer plants,
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